
COMMONWEALTH OF KENTUCKY 

BEFORE THE U T I L I T Y  REGULATORY COMMISSION 

* * * * *  

In the Matter of: 

GENERAL ADJUSTMENT OF RATES OF 1 
MARION COUNTY WATER DISTRICT, ) 
EFFECTIVE JULY 21. 1980 1 

CASE NO. 7901 

O R D E R  

On J u n e  30, 1 9 8 0 ,  M a r i o n  County  Water D i s t r i c t  ( h e r e i n a f t e r  

A p p l i c a n t  or Mar ion  C o u n t y )  f i l e d  a n  a p p l i c a t i o n  w i t h  t h i s  Commission 

g i v i n g  not ice  of a G e n e r a l  Ad jus tmen t  of Rates t o  become effective 

o n  and af ter  J u l y  21. 1980. The proposed rates would p r o d u c e  

add i t iona l  revenue of $71,740 a n n u a l l y ,  a n  i n c r e a s e  of 38.8% based 

on  t h e  test  y e a r  r e v e n u e .  A p p l i c a n t  s tated t h a t  t h e  a d j u s t m e n t  

i n  rates w a s  n e c e s s a r y  (1) t o  e n a b l e  t h e  D i s t r i c t  t o  a t t a i n  a 

sound f i n a n c i a l  p o s i t i o n ;  ( 2 )  for t h e  D i s t r i c t  t o  m e e t  t h e  i n c r e a s e d  

costs of o p e r a t i o n s ;  a n d  (3) t o  e n s u r e  t h e  f i n a n c i a l  i n t e g r i t y  of 

t h e  D i s t r i c t .  

On J u l y  1, 1980 ,  t h e  Commission i s s u e d  a n  O r d e r  w h i c h  

s u s p e n d e d  the p r o p o s e d  rate increase €or a p e r i o d  of f i v e  m o n t h s ,  

or u n t i l  December 21, 1980. The  C o m m i s s i o n  i s s u e d  a n  a d d i t i o n a l  

O r d e r  o n  August 1 3 ,  1 9 8 0 ,  w h i c h  s c h e d u l e d  a h e a r i n g  for October 28, 

1980, a n d  directed A p p l i c a n t  t o  g i v e  n o t i c e  t o  i ts  c u s t o m e r s  of 

t h e  p r o p o s e d  rate i n c r e a s e  a n d  t h e  s c h e d u l e d  h e a r i n g .  

On July 8 ,  1980, t h e  D i v i s i o n  of Consumer I n t e r v e n t i o n  i n  

t h e  O f f i c e  of t h e  A t t o r n e y  G e n e r a l  f i l e d  a m o t i o n  t o  i n t e r v e n e  i n  

this p r o c e e d i n g  which  w a s  s u s t a i n e d .  This was t h e  o n l y  p a r t y  of 

i n t e r e s t  f o r m a l l y  i n t e r v e n i n g  h e r e i n .  

The hearing W ~ R  c o n d u c t c d  an ~ c h c d u l o d  nt tho Commle~ioa'~ 

offices i n  F r a n k f o r t ,  Ken tucky ,  w i t h  a l l  parties of record i n  

a t t e n d a n c e .  



I 

COMMENTARY 

Marion County  Water D i s t r i c t  I s  a n o n - p r o f i t  w a t e r  d l s t r i -  

b u t i o n  s y s t e m  o r g a n i z e d  a n d  e x i s t i n g  u n d e r  t h e  l a w s  of t h e  Common- 

w e a l t h  of Kentucky.  M a r i o n  County  Water D i s t r i c t  p r e s e n t l y  s e r v e s  

a p p r o x i m a t e l y  1,300 consumers  i n  t h e  Kentucky c o u n t i e s  of Marion 

a n d  Ne l son .  A p p l i c a n t  p u r c h a s e s  a l l  i ts w a t e r  f r o m  t h e  Lebanon 

Water Company a n d  h a s  n o  p r o d u c t i o n  f a c i l i t i e s  of its own. 

TEST YEAR - 
Applicant  p r o p o s e d  a n d  t h e  C o m m i s s i o n  h a s  a d o p t e d  t h e  twelve-  

month p e r i o d  e n d i n g  March 31, 1980, as t h e  test  p e r i o d  for deter- 

m i n i n g  t h e  r e a s o n a b l e n e s s  of t h e  p r o p o s e d  rates.  I n  u t i l i z i n g  t h e  

h i s t o r i c  test  p e r i o d  t h e  Commission h a s  g i v e n  f u l l  c o n s i d e r a t i o n  

t o  known and  m e a s u r a b l e  c h a n g e s  where  a p p r o p r i a t e .  

REVENUE REQUIREMENTS 

A p p l i c a n t  p r o p o s e d  several  pro fo rma  a d j u s t m e n t s  t o  e x p e n s e s  

i n  E x h i b i t  10 of its a p p l i c a t i o n .  The  a d j u s t m e n t s  w e r e  p r o p o s e d  

to n o r m a l i z e  i n c r e a s e s  i n  p u r c h a s e d  w a t e r  cost-s, salar ies  a n d  

wages ,  i n s u r a n c e  premiums, employee  b e n e f i t s ,  a n d  d i r e c t o r s '  fees. 

Also i n c l u d e d  w a s  a n  a d j u s t m e n t  t o  amortize t h e  costs i n c u r r e d  as 

a r e s u l t  of t h i s  p r o p o s e d  ra te  increase. The  C o m m i s s i o n  is of t h e  

o p i n i o n  t h a t  t h e  ad jus tmen t s  are g e n e r a l l y  p r o p e r  and a c c e p t e d  for 

r a t e -mak ing  p u r p o s e s  w i t h  t h e  f o l l o w i n g  m o d i f i c a t i o n s .  

The ad jus tment  t o  normalize t h e  i n c r e a s e d  cost  of p u r c h a s e d  

w a t e r  has b e e n  r e d u c e d  by $6,921 t o  r e f l e c t  t h e  Commiss ion ' s  p o l i c y  

c o n c e r n i n g  what is a r e a s o n a b l e  l i n e  loss  f o r  w a t e r  u t i l i t i e s .  I t  

is t h e  o p i n i o n  of this Commission that l i n e  loss  of 15% is t h e  

maximum amount t h a t  c a n  be u s e d  fo r  r a t e - m a k i n g  p u r p o s e s .  

The Commission h a s  r e d u c e d  A p p l i c a n t ' s  d e p r e c i a t i o n  expense 

by $19 ,736  for r a t e - m a k i n g  p u r p o s e s .  A p p l i c a n t  h a d ,  a t  tes t  y e a r  

end ,  C o n t r i b u t i o n s  i n  Aid of C o n s t r u c t i o n  of $869,280, or  a p p r o x i -  

m a t e l y  50.3% of t o t a l  p l a n t .  The  Commission, f o r  t h e  p u r p o s e  of 

d e t e r m i n i n g  A p p l f c a n t ' s  r e v e n u e  r e q u i r e m e n t ,  has t h e r e f o r e  r e d u c e d  

d e p r e c i a t i o n  e x p e n s e  by 50.3% or $19,736. I t  I s  t h e  I n t e n t  of t h e  

Commission t h a t  A p p l i c a n t ,  t h r o u g h  its w a t e r  s e r v i c e  rates,  w i l l  
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g e n e r a t e  r e v e n u e s  s u f f i c i e n t  t o  r e c o v e r  a l l  costs i n c u r r e d  I n  

p r o v i d i n g  s e r v i c e  t o  its customers .  However, it is n o t  t h e  

Commiss ion ' s  i n t e n t  t h a t  A p p l i c a n t  c h a r g e  i ts c u s t o m e r s  f o r  costs 

i t  h a s  n o t  i n c u r r e d ,  as would be t h e  case i f  A p p l i c a n t  w e r e  a l l o w -  

ed t o  c h a r g e  its cus tomers  for d e p r e c i a t i o n  on c o n t r i b u t e d  p r o p e r t y .  

The  e f f e c t  of t h e s e  a d j u s t m e n t s  on  N e t  I n c o m e  is as  f o l l o w s :  

T e s t  Y e a r  

O p e r a t i n g  Revenues  $184,956 
O p e r a t i n g  E x p e n s e s  159 227 
O p e r a t i n g  Income $* 
Interest Income  1.708 

38 I938 
S 3 )  

Interest Expense  
Net Income  

The Commiss ion  is of t h e  o p i n i o n  

. 88  w i l l  be a d e q u a t e  t o  a l l o w  A p p l i c a n t  

A d j u s t e d  
A d j u s t m e n t s  T e s t  Y e a r  

$ -0- $184 ,956  
167 709 

-0- 1.708 
m 8 482 -@gaE) 

4 0 ' 2 5 0  wc==) 1 312 
$0 

t h a t  a n  o p e r a t i n g  r a t i o  of 

t o  pay i ts  o p e r a t i n g  

e x p e n s e s  f o u n d  r e a s o n a b l e  for r a t e - m a k i n g  p u r p o s e s ,  s e r v i c e  i ts 

d e b t ,  and  m a i n t a i n  a n  a d e q u a t e  r e s e r v e  f o r  a n y  e x t r a o r d i n a r y  r e p a i r  

or capi ta l  e x p e n d i t u r e s .  Based o n  t h i s  o p e r a t i n g  r a t i o  A p p l i c a n t ' s  

o p e r a t i n g  r e \ * e n u e s  s h o u l d  be $230,828 which  w i l l  require a d d i t i o n a l  

r e v e n u e  of $45 ,872 .  

RATE DESIGN 

A p p l i c a n t  p r o p o s e d  t o  mod i fy  its rate d e s i g n  by d e c r e a s i n g  

t h e  number of rate blocks from seven  t o  f o u r  i n  i t s  d e c l i n i n g  block 

s t r u c t u r e .  The C o m m i s s i o n  c o n c u r s  w i t h  Appl icant ' s  proposal as i t  

c o n s i d e r s  t h i s  a p r o g r e s s i v e  step i n  t h e  area of ra te  d e s i g n  a n d  

here in  orders Applicant to adopt t h e  ra tes  set forth I n  Appendix "A" 

a t t a c h e d  h e r e t o .  

SUMMARY 

The Commission, af te r  c o n s i d e r a t i o n  of t h e  e v i d e n c e  of 

record and  b e i n g  f u l l y  a d v i s e d ,  is of the o p i n i o n  a n d  so f i n d s  

t h a t  t h e  rates f o r  w a t e r  s e r v i c e  set out i n  Appendix " A "  attached 

h e r e t o  and made a part  hereof w i l l  p r o d u c e  gross  a n n u a l  r e v e n u e s  

In t h e  amount of a p p r o x i m a t e l y  $230,800 which  are t h e  f a i r ,  j u s t ,  

and r e a s o n a b l e  rates for  s e r v i c e  r e n d e r e d  by A p p l i c a n t  on  and 

af te r  t h e  d a t e  of t h i s  O r d e r .  

IT IS THEREFORE ORDERED t h a t  t h e  rates p r o p o s e d  by Mar ion  

County Water D i s t r i c t  are h e r e b y  d e n i e d .  
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IT IS FURTHER ORDERED t h a t  t h e  rates set o u t  i n  Appendix 

"A" a t t a c h e d  h e r e t o  and  made a p a r t  h e r e o f  are  approved  f o r  s e r v i c e  

r e n d e r e d  by Marion County Water D i s t r i c t  on a n d  a f te r  t h e  date of 

this O r d e r .  

IT IS FURTHER ORDERED t h a t  Marion County Water D i s t r i c t  

s h a l l  f i l e  w i t h  t h i s  Commission, w i t h i n  t h i r t y  (30) d a y s  from 

t h e  d a t e  of t h i s  O r d e r ,  its r e v i s e d  t a r i f f  s h e e t s  s e t t i n g  f o r t h  

the rates approved  herein. 

Done a t  F r a n k f o r t ,  Kentucky,  this 21st day of November, 1980. 

UTILITY REGULATORY COMMISSION 

Chairman 

Eonimissiqhei- '/ 
i/ J 

ATTEST : 

S e c r e t a r y  



APPENDIX "A" 

APPENDIX TO AN ORDER OF THE UTILITY REGULATORY 
COMMISSION IN CASE NO. 7901 DATED NOVEMBER 21, 
1980. 

The f o l l o w i n g  rates a n d  c h a r g e s  are p r e s c r i b e d  for t h e  

customers  i n  t h e  area s e r v e d  by Mar ion  County  Water D i s t r i c t .  

A l l  o t h e r  rates and c h a r g e s  n o t  s p e c i f i c a l l y  m e n t i o n e d  h e r e i n  

s h a l l  r ema in  t h e  same as t h o s e  i n  effect u n d e r  a u t h o r i t y  of 

t h e  Commission p r i o r  t o  t h e  da te  of t h i s  O r d e r .  

R a t e s :  Monthly 

F i r s t  1,000 g a l l o n s  used p e r  month  $7.25 Minimum Bill 

Next 9,000 ga l lons  used  pe r  month 1.60 p e r  1,000 g a l l o n s  

Next 90,000 gallons used p e r  month 1 . 2 0  p e r  1 ,000 gallons 

A l l  Over  100,000 g a l l o n s  u s e d  p e r  month .95 per  1,000 ga l lons  

Minimum Month ly  C h a r g e  

5/8 o r  3/4 I n c h  Meter $ 7.25 
2 I n c h  Meter 16.00 


